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OGEMAW COUNTY ROAD COMMISSION      

 
      Management’s Discussion and Analysis  

           For the Year Ended September 30, 2008 
 
 

Reporting the Commission as a Whole (Continued)  
 

The two statements, mentioned above, report the Road Commission’s net assets and how they have changed.  The 
reader can think of the Road Commission’s net assets (the difference between assets and liabilities) as one way to 
measure the Road Commission’s financial health or financial position.  Over time, increases or decreases in the Road 
Commission’s net assets are one indicator of whether its financial health is improving or deteriorating, respectively.  To 
assess the overall health of the Road Commission, additional nonfinancial factors such as changes in the condition of the 
Road Commission’s roads, and changes in the law related to the gas taxes and its distribution  need to be considered.  
 
Fund Financial Statements  
 
The Road Commission currently has only one fund, the general operating fund.  All of the Road Commission’s activities 
are accounted for in this fund.  The general operating fund is a governmental fund type.  The fund financial statements 
begin on Exhibit  C and provide detailed information about the major fund. 
 
Governmental funds focus on how money flows into and out of this fund and the balances left at year end that are 
available for spending.  This fund is reported using an accounting method called modified accrual accounting, which 
measures cash and all other financial assets that can readily be converted to cash.  The governmental fund statements 
provide a detailed short-term view of the Road Commissio n’s general governmental operations and the basic service it 
provides.  Governmental fund information helps the reader to determine whether there are more or fewer financial 
resources that can be spent in the near future to finance the Road Commission’s services.  We describe the relationship 
(or differences) between governmental activities (reported in the statement of net assets and the statement of activities) 
and the governmental fund in a reconciliation following the fund financial statements.  
 

Financial Analysis of the Road Commission as a Whole 
 

The Road Commission’s net assets increased approximately 3%, or $851,249 from $32,543,734  to $33,394,983  for the 
year ended September 30, 2008.  The net assets and change in net assets are summarized below.  
 
Net Assets  
 
Restricted net assets are those net assets that have constraints placed on them by either: a) externally imposed by 
creditors, grantors, contributors, or laws or regulations of other governments; or b) imposed by law through constitutional 
provisions or enabling legislation.  Enabling legislation authorizes the government to assess, levy, and charge or 
otherwise mandate payment of resources and includes a legally enforceable requirement that those resources be used 
only for the specific purpose stipulated in the legislation.  As such all assets (except for assets invested in capital assets, 
net of related debt), are considered restricted.  
 
The restricted net assets increased by $3,579 during 2008.  The small change in restricted assets is primaril y due to the 
net of larger changes; the increases in cash & investment s of $224,671 due to postponed equipment purchases and an 
increase in accounts receivable from townships of $46,698, less an increase in accounts payable of $102,217, lower 
inventory of $35,880 due to start up for road project activity of $26,985, increase in state trunkline equipment advance of 
$13,865,  and deferred revenue up $29,293 at September 30, 2008, as compared to the prior year that ended on 
September 30, 2007. 
 
The investment in capital assets, net of related debt, increased by $847,670.  The increase in net assets is primarily the 
result of the current year additions  of $2,498,958 net of the depreciation for the current year of $1,669,500. 
 
 
 
 
 
 

- 3 - 



 

 
OGEMAW COUNTY ROAD COMMISSION     

 
      Management’s Discussion and Analysis  

           For the Year Ended September 30, 2008 
 
 

Financial Analysis of the Road Commission as a Whole (Continued)  
 
Net assets as of September 30, 2008 and 2007 follow:  
 

 TABLE 1 
NET ASSETS 

 
 September  30, 2008 September 30, 2007   
 
Current and Other Assets  $ 2,982,384  $ 2,761,445  
Capital Assets - net  31,257,313  30,461,006  
 Total Assets   34,239,697  33,222,451  
 
Current and Other Liabilities  434,678   254,694  
Long-Term Debt Outstanding   410,036  424,023 
 Total Liabilities    844,714  678,717  
 
Net Assets  
 Invested in Capital Assets, 
    Net of Related Debt 31,098,676   30,251,006  
 Restricted               2,296,307        2,292,728  
 
Total Net Assets $ 33,394,983 $ 32,543,734   
  
Changes in Net Assets  
 
Total net assets increased by $851,249 during the current fiscal year.  This reflects the increase in infrastructure reported 
during the current year. 
  

 TABLE 2 
CHANGES IN NET ASSETS 

 
 YEARS ENDED SEPTEMBER 30, 2008 AND 2007 
 
   Governmental  Governmental  
    Activities 2008     Activities 2007              
Program Revenue  
 License and Permits  $ 20,420 $ 15,415 
 Federal Aid  438,409   437,532  
 State Aid  3,262,919   3,206,817  
 Contributions From Local Units  750,974   1,059,876  
 Charges for Services   845,094   738,288 
 Investment Earnings   70,618  64,933 
 Reimbursements   10,305  18,405 
General Revenue  
 Miscellaneous   0  81,600 
 Gain on Equipment Disposal  
  and Other Capital Assets  135,217  26,775 
   Total Revenue   5,533,956  5,649,641  
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OGEMAW COUNTY ROAD COMMISSION      

 
      Management’s Discussion and Analysis  

          For the Year Ended September 30, 2008 
 
 

Financial Analysis of the Road Commission as a Whole (Continued)  
 

 TABLE 2 
CHANGES IN NET ASSETS 

 
YEARS ENDED SEPTEMBER 30, 2008 AND 2007 

 
   Governmental  Governmental  
       Activities 2008     Activities 2007              
Expenses  
 Public Works $ 4,671,367 $ 4,380,942  
 Interest Expense   11,340  15,050 
   Total Expenses               4,682,707   4,395,992  
 
Change in Net Assets  851,249  1,253,649  
 
Beginning Net Assets   32,543,734   31,290,085  
 
Ending Net Assets  $ 33,394,983 $ 32,543,734  
 
The Road Commission’s Fund 
 
The Road Commission’s general operating fund is used to control the expenditures of Michigan Transportation Fund 
monies distributed to the county, which are earmarked by law for road and highway purposes.  
 
For the year ended September  30, 2008, the fund balance of the general operating fund increased $22,318 as compared 
to an increase of $573,703 in the fund balance from the year ended September 30, 2007.  Total operating revenues were 
$5,533,956, a decrease of $181,887 as compared to the year 2007.  The Michigan Transportation Funds decreased by 
$104,768, while township contributions decreased by $375,104 , other state bridge revenue increased by $148,614, as 
well as an increase in state maintenance and non-maintenance in the amount of $97,271.  All other revenues netted an 
increase of $52,100.  Total expenditures were $5,511,638, an increase of $369,498 as compared to last year.  The 
changes  included an increase in road maintenance and heavy maintenance expenditures by $506,805, an increase in 
state maintenance  and non-maintenance  by $117,330, a decrease in equipment expense in the amount of $90,255, and a 
decrease in capital outlay by $121,248.  Other miscellaneous expenses netted a decrease of $43,136. 
 
A summary of changes in the Operating Fund is as follows:  
 
   Operating Fund Operating Fund 
 September 30, 2008 September 30, 2007   
Revenues  
 License and Permits  $ 20,420 $ 15,415 
 Federal Aid  438,409   437,532  
 State Aid  3,262,919   3,206,817  
 Contributions From Local Units  750,974   1,126,078  
 Charges for Services   845,094   738,288   
 Interest   70,618  64,933 
 Other Revenue   145,522  126,780  
Total Revenues   5,533,956  5,715,843  
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OGEMAW COUNTY ROAD COMMISSION      

 
  Management’s Discussion and Analysis  

 For the Year Ended September 30, 2008 
 
 

Financial Analysis of the Road Commission as a Whole (Continued)  
 
   Operating Fund Operating Fund 
 September 30, 2008 September 30, 2007   
Expenditures  
 Public Works $ 5,696,012  $ 5,201,556  
 Net Capital Outlay  (265,714)  (144,466)  
 Debt Service   81,340  85,050 
Total Expenditures   5,511,638  5,142,140  
 
Excess of Revenue Over Expenditures   22,318  573,703  
 
Fund Balance – Beginning   2,506,751   1,933,048  
 
Fund Balance – Ending $ 2,529,069  $ 2,506,751      
 
 

Budgetary Highlights  
 
Prior to the beginning of any year, the Road Commission’s budget is compiled based upon certain assumptions and facts 
available at that time.  During the year, the Road Commission board acts to amend its budget to reflect changes in these 
original assumptions, facts and/or economic conditions that were unknown at the time the original budget was compiled.  
In addition, by policy, the board reviews and authorizes large expenditures when requested throughout the year. 
 
The final amended revenue budget for 2008 was $378,490 greater  than the original budget.  It was estimated that the 
Michigan Transportation revenue would be up $151,770 , state maintenance up $148,000 due to the severe winter, and a 
parcel of land was sold for $86,473.  The actual revenue recognized during 2008 was less than the final amended budget 
by $42,174 due to the grant portion of a federal project  that came in less than awarded.  See Exhibit I for details . 
 
The final amended expenditure budget for 2008 was $190,400 more than the original budget.  The heavy maintenance 
was increased  $328,400 due to unscheduled overlays on primary roads of $175,000, cost overruns due to unforeseen 
circumstances, and fuel prices.  The routine maintenance expenditure budget was decreased in the amount of $154,000  
due to cut backs in services such as mowing, brining, and manpower.   The actual expenditures recognized during 2008 
were greater  than the final amended budget by $123,598.  The unfavorable variances include routine maintenance of 
$104,997 and additional equipment maintenance costs of $58,334.  See Exhibit J for details.  
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OGEMAW COUNTY ROAD COMMISSION      

 
      Management’s Discussion and Analysis  

           For the Year Ended September 30, 2008 
 
 

Capital Asset and Debt Administration  
Capital Assets  
 
As of September 30, 2008, the Road Commission had invested $47,194,334 in capital assets.  This amount represents a 
net increase (including additions and deductions) of $1,601,872  or 4% as follows:  
 
 September 30, 2008 September 30, 2007   
      
Capital Assets Not Being Depreciated   
 Land and Improvements  $ 139,117  $ 165,117    
 Infrastructure – Land Improvements   16,518,599  15,690,803                                
Subtotal     16,657,71 6  15,855,920                     
 
Capital Assets Being Depreciated  
 Buildings   1,303,068   1,299,930   
 Equipment - Road  4,779,169   4,719,828   
 Equipment - Shop  146,161   144,984   
 Equipment - Office  204,961   201,377   
 Equipment - Engineer’s   3,251  3,251 
 Equipment  - Yard  267,813   261,094  
 Infrastructure  - Bridges   1,973,274   1,808,575   
 Infrastructure - Roads  21,858,921   21,297,503  
Subtotal    30,536,618  29,736,542   
 
Total Capital Assets  47,194,334   45,592,462   
 
Total Accumulated Depreciation   15,937,02 1  15,131,456   
 
Total Net Capital Assets  $ 31,257,313 $ 30,461,006   
 
This year’s capital asset additions included the following:  
 
Infrastructure – Land Improvements  $ 827,796  
Bridges                 170,093    
Various Resurfacing Projects   1,260,39 3 
Trucks/Equipment   226,058  
Yard & Storage Improvements   6,719 
Buildings   3,138 
Office Equipment   3,584 
Shop Equipment   1,177 
 
Total Additions  $ 2,498,958  
 
The infrastructure is financed through federal, state and local contribution s.   
 
During 2008, the Road Commission traded in and/or disposed of road equipment with a purchase amount of $166,717, 
related depreciation of $159,566, and net book value of $7,151.  During the year the Road Commission also removed fully 
depreciated infrastructure of $704,369 from its capital assets as well as the sale of land purchased for $26,000.  
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OGEMAW COUNTY ROAD COMMISSION      

 
      Management’s Discussion and Analysis  

           For the Year Ended September 30, 2008 
 
 

Capital Asset and Debt Administration (Continued)  
Debt 
 
At the year-end, the Road Commission had $140,000 in notes versus $210,000 last year, a decrease of 33% as shown 
below:  
  % Of 
        2008        2007     Variance      Variance   
 
 Revenue Notes Payable  $ 140,000 $ 210,000 $ 70,000 33% 
 
 
The Notes Payable represents the balance due on the addition to the buildings at the Road Commission completed in 
2000.  During 2008, there was no additional debt incurred.  
 
The County Road Commission entered into a loan contract with the Michigan Department of Transportation, dated 10/31/07, 
in connection with the Local Jobs Today Program.  The Road Commission can borrow up to $317,897 to be used solely on 
the Local Jobs Today Program infrastructure improvements.  The loan balance borrowed will be paid back by MDOT with 
federal project construction funds as soon as they become available.  The Road Commission will pay interest at a rate of 4% 
on any outstanding balance.  Final payment of all principal and interest is due before September 30, 2009.  The total loan 
balance outstanding as of September 30, 2008 was $18,637.  
 
Other obligations include accrued vacation pay and sick leave.  More detailed information about the Road Commission’s 
long-term liabilities is presented in Note 5 to the financial statements.  
 

Economic Factors and Next Year’s Budget  
 
The Board of County Road Commissioners considered many factors when setting the fiscal year 2009 budget.  One of the 
factors is the economy.  The Road Commission derives approximately 53% of its revenues from the fuel tax collected.  
Using Michigan Department of Transportation projections, it is estimated that the Road Commission will see no increase 
in the Michigan Transportation Fund revenues in 2009 due to budget cuts in the state funding for roads.  The Road 
Commission  also received approximately 14% of its revenues from township contributions during 2008, this amount 
fluctuates with the approved road projects and depends on what and how much the townships can afford to participate.  In 
2009 the township contributions are estimated to be $754,500.  During 2009, we expect to receive at least $432,000 in 
federal and state aid for road projects .  The 2009 funded project  will be 1.5 miles, as compared to 5.9 miles in 2008.  
 
The Board realizes and the reader should understand that there are not sufficient funds available to repair and/or rebuild 
every road in Ogemaw County’s transportation system; therefore, the board attempts to spend the public’s money wisely 
and equitably and in the best interes t of the motoring public and the citizens of Ogemaw County.  
 

Contacting the Commission’s Financial Management  
 
This financial report is designed to provide the motoring public, citizens and other interested parties a general overview of 
the Road Commissio n’s finances and to show the Road Commission’s accountability for the money it receives.  If you 
have any questions about this report or need additional financial information, contact the administrative office at 1250 S. 
M-33, P.O. Box 157, West Branch, Michigan.  
 
 
 
 
 
 
 
 

- 8 - 



Governmental
Activities

Assets
Cash and cash equivalents (Note 2) 1,640,150$        
Accounts receivable: (Note 1)
  State trunkline maintenance 29,875               
  State department of transportation:
    Michigan transportation fund 506,172             
  Due on county road agreements 249,334             
  Sundry accounts 798                    
  Retiree insurance 888                    
Due from federal government 18,637               
Due from local units 15,500               
Inventories: (Note 1)
  Equipment materials and parts 264,661             
  Road materials 256,369             
Noncurrent Assets:
  Capital assets, net (Note 4) 31,257,313        

  Total Assets 34,239,697        

Liabilities
Current liabilities:
  Accounts payable 176,772             
  Accrued liabilities 57,863               
  Due to state 31,412               
  State trunkline equipment advance 138,805             
  Deferred revenue 29,826               
Noncurrent liabilities: (Note 5)

Due within one year 121,229             
Due in more than one year 288,807             

  Total Liabilities 844,714             

Net Assets
Invested in capital assets, net of related debt 31,098,676        
Restricted for county road 2,296,307          

Total Net Assets 33,394,983$      

 

September 30, 2008

EXHIBIT A
OGEMAW COUNTY ROAD COMMISSION

West Branch, Michigan

STATEMENT OF NET ASSETS

The accompanying notes to financial statements are an integral part of this statement.
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Governmental
Activities

Program expenses:  
Primary road maintenance 909,775$           
Local road maintenance 2,040,804          
Net equipment expense 140,534             
Net administrative expense 327,687             
Compensated absences 37,376               
Infrastructure depreciation 1,196,261          
Interest expense 11,340               
Other 18,930               

Total program expenses 4,682,707          

Program revenue:
Licenses and permits 20,420               
Federal aid 438,409             
State aid 3,262,919          
Contributions from local units 750,974             
Charges for services 845,094             
Investment earnings 70,618               
Reimbursements 10,305               

Total program revenue 5,398,739          

Net program revenue 716,032             

General revenue:
Gain on equipment disposal and other capital assets 135,217             

Change in net assets 851,249             

Net assets - beginning of year 32,543,734        

Net assets - end of year 33,394,983$      

STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2008

EXHIBIT B
OGEMAW COUNTY ROAD COMMISSION

West Branch, Michigan

The accompanying notes to financial statements are an integral part of this statement.
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General
Operating

Fund

ASSETS

Cash and cash equivalents (Note 2) 1,640,150$        
Accounts receivable: (Note 1)

State trunkline maintenance 29,875               
State department of transportation:

Michigan transportation fund 506,172             
Due on county road agreements 249,334             
Sundry accounts 798                    
Retiree insurance 888                    

Due from local units 15,500               
Inventories: (Note 1)

Equipment materials and parts 264,661             
Road materials 256,369             

Total Assets 2,963,747$        

LIABILITIES AND FUND EQUITY

Liabilities
Accounts payable 176,772$           
Accrued liabilities 57,863               
Due to state 31,412               

   State trunkline equipment advance 138,805             
Deferred revenue 29,826               

Total liabilities 434,678             

Fund Equity
Fund balance:

Unreserved and undesignated 2,529,069          

Total Liabilities and Fund Equity 2,963,747$        

GOVERNMENTAL FUND
September 30, 2008

EXHIBIT C
OGEMAW COUNTY ROAD COMMISSION

West Branch, Michigan

BALANCE SHEET

The accompanying notes to financial statements are an integral part of this statement.
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EXHIBIT D

Total governmental fund balance 2,529,069$        

Amounts reported for governmental activities in the statement of  
net assets are different because:  

  
Capital assets used in governmental activities are not financial resources  

and therefore are not reported as assets in the governmental fund.  Capital  
assets at year end consist of:

Capital asset cost 47,194,334$      
Capital asset accumulated depreciation (15,937,021)       

 31,257,313        

Other assets not available to pay for current period expenditures:
Due from federal government 18,637               

Long-term liabilities, including notes payable, are not due and payable  
in the current period and, therefore, are not reported as liabilities in
the governmental fund.  Long-term liabilities at year end consist of:

Notes payable (140,000)            
Loans payable (18,637)              
Compensated absences payable (251,399)            

Total long-term liabilities (410,036)            

  
Total net assets - governmental activities 33,394,983$      

September 30, 2008

OGEMAW COUNTY ROAD COMMISSION
West Branch, Michigan

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCE TO
NET ASSETS OF GOVERNMENTAL ACTIVITIES

The accompanying notes to financial statements are an integral part of this statement.
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General
Operating

Fund

Revenue
Licenses and permits  20,420$             
Federal aid 438,409             
State aid 3,262,919          
Contributions from local units 750,974             
Charges for services 845,094             
Interest 70,618               
Other revenue 145,522             

Total revenue 5,533,956          

Expenditures
Public works 5,696,012          
Net capital outlay (265,714)            
Debt service 81,340               

Total expenditures 5,511,638          

Excess of revenue over expenditures 22,318               
 

Fund balance - beginning of year 2,506,751          

Fund balance - end of year 2,529,069$        

 

CHANGES IN FUND BALANCE
GOVERNMENTAL FUND

For the Year Ended September 30, 2008

EXHIBIT E
OGEMAW COUNTY ROAD COMMISSION

West Branch, Michigan

STATEMENT OF REVENUE, EXPENDITURES AND 

The accompanying notes to financial statements are an integral part of this statement.
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EXHIBIT F

Total net change in fund balance - governmental fund 22,318$             

Amounts reported for governmental activities in the statement of activities are  
different because:  

  
The governmental fund reports capital outlays as expenditures.  However, in the  

statement of activities, the cost of those assets is allocated over their estimated  
useful lives as depreciation expense.  

Capital outlays reported in the governmental fund 2,498,958$        
Current year depreciation expense (1,669,500)         

Net difference 829,458             

Equipment retirement is recorded as an expenditure credit in governmental
funds, but not recorded as an expense in the Statement of Activities. (33,151)              

Repayment of note principal is an expenditure in the governmental fund, but the
repayment reduces long-term liabilities in the statement of net assets.  This is the
amount of repayments reported as expenditures in the governmental fund. 70,000               

Some expenses reported in the statement of activities do not require the use
of current financial resources and, therefore, are not reported as expenditures in
the governmental funds:

Net change in accrued compensated absences (37,376)              

Change in net assets of governmental activities 851,249$           

TO THE STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2008

OGEMAW COUNTY ROAD COMMISSION
West Branch, Michigan

RECONCILIATION OF THE STATEMENT OF REVENUE, EXPENDITURES AND
CHANGES IN FUND BALANCE OF THE GOVERNMENTAL FUND

The accompanying notes to financial statements are an integral part of this statement.
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 EXHIBIT G 
 Page       1 

OGEMAW COUNTY ROAD COMMISSION  
West Branch, Michigan  

 
NOTES TO FINANCIAL STATEMENTS  
For the Year Ended September 30, 2008 

 
 
NOTE  1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 

The accounting policies of the Ogemaw County Road Commission  conform to accounting principles  generally 
accepted in the United States of America (GAAP) applicable to governmental units.  The Road Commission  is 
considered to be a local government unit.  The following is a summary of the significant  accounting policies.  

 
 A. Reporting Entity 
 
  The Ogemaw County Road Commission is, for financial reporting purposes, within generally accepted 

accounting  principles, a discrete component unit of Ogemaw County and has been combined with Ogemaw 
County's financial statements . 

 
  The Road Commission’s reporting entity applies all relevant Governmental Accounting Standards Board 

(GASB) pronouncements.  All activities over which the Road Commission exercises oversight responsibility 
have been included in the reporting entity.  Oversight responsibility is determined by factors such as financial 
interdependency, selection of governing authority, designations of management, ability to significantly 
influence operations, and accountability for fiscal matters of the entity.  

 
  The Road Commission Operating Fund is used to control the expenditures of Michigan Transportation Fund 

money distributed to the County, which is earmarked by law for street and highway purposes.  The Board of 
County Road Commissioners is responsible for the administration of the Road Commission Operating Fund. 

 
 B. Fund Accounting  
 

The Road Commission uses funds to maintain its financial records during the fiscal year.  Fund accounting 
is designed to demonstrate legal compliance and to aid management by segregating transactions related 
to certain Road Commission functions or activities.  A fund is defined as a fiscal and accounting entity with 
a self-balancing set of accounts.  The special revenue fund of the Road Commission is in the 
governmental category.  

 
 Governmental Funds 

Governmental funds focus on the sources, uses and balances of current financial resources.  Expendable 
assets are assigned to the various governmental funds according to the purposes for which they may or 
must be used.  Current liabilities are assigned to the fund from which they will be paid.  The difference 
between governmental fund assets and liabilities is reported as fund balance.  The following is the Road 
Commission’s major governmental fund: 
 
General Operating Fund – This fund accounts for all financial resources.  Revenues are derived primarily 
from State and Federal sources.  

 
C. Basis of Presentation  

 
The Road Commissio n’s basic financial statements consist of government -wide financial statements, 
including a statement of net assets and a statement of activities, and fund financial statements which 
provide a more detailed level of financial information.  
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     EXHIBIT G 
     Page       2 

OGEMAW COUNTY ROAD COMMISSION  
West Branch, Michigan  

 
NOTES TO FINANCIAL STATEMENTS  
For the Year Ended September 30, 2008 

 
 
NOTE  1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)  
 

C. Basis of Presentation  (Continued)  
 
Government -wide Financial Statements  
 
The statement of net assets and the statement of activities display information about the Road 
Commission as a whole.  These statements include the financial activities of the primary government, 
except for fiduciary funds.  The statements distinguish between those activities of the Road Commission 
that are governmental and those that are considered business -type activities.  The Road Commission does 
not currently have any business -type activities.  
 
The government -wide statements are prepared using the economic resources measurement focus.  This 
differs from the manner in which governmental fund financial statements are prepared.  Governmental fund 
financial statements therefore include reconciliations with brief explanati ons to better identify the 
relationship between the government -wide statements and the statements for the governmental fund. 

 
The government -wide statement of activities presents a comparison between direct expenses and program 
revenues for each function or program of the Road Commission’s governmental activities.  Direct 
expenses are those that are specifically associated with a service, program or department and are 
therefore clearly identifiable to a particular function.  Program revenues include charges  paid by the 
recipient of the goods or services offered by the program and grants and contributions that are restricted to 
meeting the operational or capital requirements of a particular program.  Revenues that are not classified 
as program revenues are presented as general revenues of the Road Commission, with certain limited 
exceptions.  The comparison of direct expenses with program revenues identifies the extent to which each 
governmental function is self-financing or draws from the general revenues of the Road Commission.  

 
Net assets are reported as restricted when constraints placed on net asset use are either externally 
imposed by creditors (such as through debt covenants), grantors, contributors, or laws or regulations of 
other governments or imposed by law through constitutional provisions or enabling legislation.  The net 
assets restricted for other purposes result from special revenue funds and the restrictions on their net 
asset use.  Restricted assets are used first to fund appropriations before unrestricted assets are used. 
 
Fund Financial Statements  
 
Fund financial statements report detailed information about the Road Commission.  The focus of 
governmental fund financial statements is on major funds rather than reporting funds by type.  Each major 
fund is presented in a separate column.  The Road Commission’s general operating fund is considered a 
major fund. 
 
The accounting and reporting treatment applied to a fund is determined by its measurement focus.  The 
governmental fund type is accounted for using the modified accrual basis of accounting and the current 
financial resources measurement focus.  The financial statements for the governmental fund are a balance 
sheet, which generally includes only current assets and current liabilities, and a statement of revenue, 
expenditures and changes in fund balances, which reports on the sources (i.e., revenues and other 
financing sources) and uses (i.e., expenditures and other financing uses) of current financial resources.  
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     EXHIBIT G 
     Page       3 

OGEMAW COUNTY ROAD COMMISSION  
West Branch, Michigan  

 
NOTES TO FINANCIAL STATEMENTS  
For the Year Ended September 30, 2008 

 
 
NOTE  1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)  

 
D. Basis of Accounting  
 

Basis of accounting determines when transactions are recorded in the financial records and reported on 
the financial statements.  Government -wide financial statements are prepared using the accrual basis of 
accounting.  The governmental fund uses the modified accrual basis of accounting . 
 
Revenues – Exchange and Non-exchange Transactions  
 
Revenues resulting from exchange transactions, in which each party receives essentially equal value, is 
recorded on the accrual basis when the exchange takes place.  On a modified accrual basis, revenue is 
recognized in the fiscal year in which the resources are measurable and available.  Available, means that 
the resources will be collected within the current fiscal year or are expected to be collected soon enough 
thereafter to be used to pay liabilitie s of the current fiscal year.  For the Road Commission, available 
means expected to be received within sixty days of the fiscal year-end. 
 
Nonexchange transactions, in which the Road Commission receives value without directly giving equal 
value in return, include grants, entitlements and donations.  Revenue from grants, entitlements and 
donations is recognized in the fiscal year in which all eligibility requirements have been satisfied.  Eligibility 
requirements include timing requirements, which specify the year when the resources are required to be 
used or the fiscal year when use is first permitted, matching requirements, in which the Road Commission 
must provide local resources to be used for a specified purpose, and expenditure requirements, in which 
the resources are provided to the Road Commission on a reimbursement basis.  On a modified accrual 
basis, revenues from nonexchange transactions must also be available before it can be recognized.  
 
Under the modified accrual basis, the following revenue sources are considered to be both measurable 
and available at fiscal year-end:  charges for services, interest, grants and rentals.  
 
Deferred Revenue  
 
Deferred revenue arises when assets are recognized before revenue recognition criteria have been 
satisfied.  
 
Grants and entitlements received before the eligibility requirements are met are recorded as deferred 
revenue.  
 
Michigan transportation funds, grants, permits, township contributions and interest associated with the 
current fiscal period are all considered  to be susceptible to accrual and have been recognized as revenue 
of the current fiscal period.  All other revenue items are considered to be available only when cash is 
received by the government.  
 
Expenses/Ex penditures  
 
On the accrual basis of accounting , expenses are recognized at the time they are incurred.  The 
measurement focus of governmental fund accounting is on decreases in net financial resources 
(expenditures) rather than expenses.  Expenditures are generally recognized in the accounting period in 
which the related fund liability is incurred, if measurable.  Allocations of cost, such as depreciation, are not 
recognized in governmental funds.  
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OGEMAW COUNTY ROAD COMMISSION  
West Branch, Michigan  

 
NOTES TO FINANCIAL STATEMENTS  
For the Year Ended September 30, 2008 

 
 
NOTE  1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)  
 
 E. Other 
 
  Cash and Cash Equivalents and Investments  
 

  For presentation on the financial statements, investments in cash management pools and investments with 
an original maturity of three months or less at the time they are purchased by the Road Commission are 
considered to be cash equivalents.  Investments with an initial maturity of more than three months are 
reported as investments.  Investments are stated at fair market value. 

 
  Receivables  
 
  Receivables at September 30, 2008 consist of accounts (fees), intergovernmental grants and county road 

agreements.  All receivables are considered collectible in full.  Receivables are recognized to the extent the 
amounts are determined material and substantiated, not only by supporting documentation but also by a 
reasonable systematic method of determining their existence, completeness, valuation, and collectability.  

 
  The allowance for doubtful accounts at September 30, 2008 was $0. 
 

  Inventories  
 
  Inventories are stated at cost as determined on the first-in, first-out method of accounting.  Inventory items 

are charged to road construction, maintenance, equipment repairs, and operat ions as used. 
 

Capital Assets  
 
Capital assets, which include property, plant, equipment, infrastructure assets (e.g. road, bridges and 
similar items), are reported in the operating fund in the government -wide financial statements.  Capital 
assets are defined by the Road Commission as assets with an initial individual cost of more than $500 and 
an estimated useful life in excess of one year.  With one exception, any piece of equipment with a 
Schedule C equipment rental rate must be classified as a capital asset regardless of value.  Such assets 
are recorded at historical cost or estimated historical cost of purchase or constructed.  Donated capital 
assets are recorded at estimated fair market value at the date of donation.  
 
Depreciation is computed on the sum-of-the-years’-digits method for road equipment and straight -line 
method for all other assets.  The deprecation rates are designed to amortize the cost of the assets over 
their estimated useful lives as follows:  
 
Building  20 to 50 years 
Road Equipment  5 to 8 years 
Shop Equipment  10 years 
Engineering Equipment  10 years 
Yard Equipment  10 to 30 years 
Office Equipment  10 years 
Infrastructure —Roads 8 to 30 years 
Infrastructure —Bridges  12 to 50 years 
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OGEMAW COUNTY ROAD COMMISSION  
West Branch, Michigan  

 
NOTES TO FINANCIAL STATEMENTS  
For the Year Ended September 30, 2008 

 
 
NOTE  1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)  
   
 E. Other (Continued)  
  
  Compensated Absences  

 
The Road Commission reports compensated absences in accordance with the provisions of GASB 
Statement No. 16, “Accounting for Compensated Absences.”  Sick leave benefits are accrued as a liability 
using the vesting method.  An accrual for earned sick leave is made based on accumulated sick leave and 
wage rates at year-end, taking into consideration limits specified in the Commission’s termination policy.  
 
The entire compensated absences liability is reported on the government -wide financial statements.  
 

   On the governmental fund financial  statements, compensated absences are recognized as a liability and 
expenditure to the extent payments come due each period upon the occurrence of employee resignations 
and retirements.  These amounts are recorded in the account “Accrued Compensated Absences Payable” 
in the fund from which the employees who have accumulated leave are paid.   

 
   Accrued Liabilities and Long-Term Obligations  

 
All payables, accrued liabilities and long-term obligations are reported in the government -wide financial 
statements.   In general, payables and accrued liabilities that will be paid from the governmental fund are 
reported as a liability in the fund financial statements at the time they are incurred, to the extent that they 
will be paid from current, expendable, financial  resources.  However, bonds and other long-term 
obligations, compensated absences, claims and judgments, contractually required pension contributions 
and special termination benefits that are paid from governmental funds are recognized as liabilities in the 
fund financial statements only to the extent that they are due for payment during the current year.       
 

 Net Assets  
 
Net assets represent the difference between assets and liabilities.  Net assets invested in capital assets, 
net of related debt consists of capital assets, net of accumulated depreciation, reduced by the outstanding 
balances of any borrowings used for the acquisition, construction or improvement of those assets.  Net 
assets are reported as restricted when there are limitations imposed on their use either through the 
enabling legislation adopted by the Road Commission or through external restrictions imposed by 
creditors, grantors or laws or regulations of other governments.  

 
Extraordinary and Special Items 
 
Extraordinary items are transac tions or events that are both unusual in nature and infrequent in 
occurrence.  Special items are transactions or events that are within the control of the Board and that are 
either unusual in nature or infrequent in occurrence.  Neither type of transaction  occurred during the fiscal 
year ended September 30, 2008. 
  
Use of Estimates  

 
   The process of preparing financial statements in conformity with accounting principles generally accepted 

in the United States of America requires the use of estimates and assumptions that affect the amounts 
reported in the financial statements and accompanying notes.  Such estimates primarily relate to unsettled 
transactions and events as of the date of the financial statements.  Accordingly, upon settlement, actual 
results may differ from estimated amounts.  
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OGEMAW COUNTY ROAD COMMISSION  
West Branch, Michigan  

 
NOTES TO FINANCIAL STATEMENTS  
For the Year Ended September 30, 2008 

 
  
NOTE  1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)  
   
 E. Other (Continued)  

 
  Budgets and Budgetary Accounting  
 

  The Road Commission normally follows these procedures in establishing the budgetary data reflected in the 
financial statements.  

 
  1. The Road Commission Engineer/Manager submits to the Board of Commissioners a proposed operating 

budget which includes proposed expenditures and the means of financing them. 
 
  2. A public hearing is conducted to obtain taxpayer comments.  
 
  3. Prior to October 1, the budget is legally enacted through passage of a Board resolution.  

 
  All budget appropriations lapse at year end.  Budgetary amounts reported herein are as originally adopted, or 

as amended by the Road Commission Board. 
 

  Budgets shown in the financial statements are adopted on the modified accrual basis of accounting, which is 
the same basis as the fund financial statements, and consist only of those amounts contained in the formal 
budget approved and amended by the Road Commission Board. 

 
 

NOTE  2 - DEPOSITS AND INVESTMENTS  
 

At year-end, the Road Commission’s deposits and investments were reported in the basic financial statements in 
the following categories:  

 
   Cash and Cash Equivalents  $ 1,640,150 
  
 The breakdown between deposits and investments is as follows:  
 
 Bank Deposits (checking and savings  
  accounts and  certificates of deposit)  $ 1,640,000  
 Petty Cash and Cash on Hand   150 
 
        $ 1,640,150 
 Interest Rate Risk 
 

In accordance with its investment policy, the Road Commission will minimize interest rate risk, which is the risk 
that the market value of securities in the portfolio will fall due to changes in market interest rates, by; structuring 
the investment portfolio so that securities mature to meet cash requirements for ongoing operations, thereby 
avoiding the need to sell securities in the open market; and investing operating funds primarily in shorter -term 
securities, liquid asset funds, money market mutual funds, or similar investment pools and limiting the average 
maturity in accordance with the Road Commission ’s known cash requirements.  
 
Custodial Credit Risk – Deposits  
 
In the case of deposits, this is the risk that in the event of a bank failure, the Road Commission ’s deposits may 
not be returned to it.  As of September 30, 2008, $1,436,178  of the Road Commission ’s bank balance of 
$1,639,678 was exposed to custodial credit risk because it was uninsured and uncollateralized.  
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OGEMAW COUNTY ROAD COMMISSION  
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NOTES TO FINANCIAL STATEMENTS  
For the Year Ended September 30, 2008 

 
 
NOTE  2 - DEPOSITS AND INVESTMENTS  (CONTINUED)  
 
 Concentration of Credit Risk 
 

The Road Commission will minimize concentration of credit risk, which is the risk of loss attributed to the 
magnitude of the Road Commission’s investment in a single issuer, by diversifying the investment portfolio so 
that the impact of potential losses from any one type of security or issuer will be minimized.   

 
 Custodial Credit Risk – Investments  
 

For an investment, this is the risk that, in the event of the failure of the counterparty, the Road Commission will 
not be able to recover the value of its investments or collateral securities that are in the possession of an outside 
party.  The Road Commission will minimize custodial credit risk, by; limiting investment s to the types of securities 
approved in the Road Commission’s investment policy which is in accordance with State law, and pre-qualifying 
the financial institutions, broker/dealers, intermediaries and advisors with which the Road Commission will do 
business. 
 
Foreign Currency Risk 
 
The Road Commission is not authorized to invest in investments which have this type of risk. 

 
 Investments:  
 
 The Board of County Road Commissioners has adopted an investment policy in accordance with Act 196, PA 

1997 which authorizes the Road Commission to deposit and invest in the following:  
 
 * Accounts of federally insured banks, credit unions and savings and loan associations  
 
 * Bonds and other direct obligations of the United States or an agency or instrumentality of the United States 
 
 * United States government or federal agency obligation repurchase agreements  
 
 * Banker's acceptances of United States banks 
 
 * Commercial paper rated within the two highest classifications by not less than two standard rating services 

which mature not more than 270 days after the date of purchase  
 
 * Mutual funds registered under the Investment Company Act of 1940, Title I of Chapter 686, 54 Stat. 789 15 

U.S.C. 80a-1 to 80a-3 and 80a-4 to 80a-64 with the authority to purchase only investment vehicles that are 
legal for direct investment by a public corporation  

 
Michigan law requires that public funds may not be deposited in financial institutions that do not maintain an 
office in Michigan.  The Road Commission’s deposits and investments are in accordance with statutory 
authority.  
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NOTES TO FINANCIAL STATEMENTS  
For the Year Ended September 30, 2008 

 
 
NOTE  3 - DEFERRED COMPENSATION PLAN 
 

The Road Commission offers all its employees a deferred compensation plan created in accordance with the 
Internal Revenue Code (IRC) Section 457.  The assets of the plans are held in trust, in a custodial account as 
described in IRC Section 457 (g) for the exclusive benefit of the participants and their beneficiaries.  The 
custodian thereof, for the exclusive benefit of the participants, holds the custodial account for the beneficiaries of 
this Section 457 plan, and the assets may not be diverted to any other use.  The administrators are agents of the  
Road Commission for the purposes of providing direction to the custodian of the custodial account from time to 
time for the investment of the funds held in the account, transfer of assets to or from the account, and all other 
matters.  In accordance with the provisions of GASB Statement No. 32, plan balances and activities are not 
reflected in the Road Commission’s financial statements.  

 
 
NOTE  4 - CAPITAL ASSETS 
 
 Capital asset activity of the Road Commission for the current year is as follows:  
 
          Balance       Balance 
            10/01/07     Additions    Deductions      09/30/08   
 Governmental Activities  
 
 Capital Assets Not Being Depreciated:  
  Land and Improvements  $15,855,920  $ 827,796 $ 26,000 $16,657,716 
 
 Capital Assets Being Depreciated:  
  Buildings   1,299,930    3,138  0   1,303,068  
  Equipment - road  4,719,828   226,058  166,717  4,779,169  
  Equipment - shop  144,984  1,177  0  146,161 
  Equipment - office  201,377  3,584  0  204,961 
  Equipment - engineer’s   3,251  0  0  3,251  
  Equipment - yard  261,094  6,719  0  267,813 
  Infrastructure - bridges  1,808,575   170,093  5,394  1,973,274  
  Infrastructure - roads  21,297,503   1,260,393   698,975  21,858,921  
   Subtotal   29,736,542   1,671,162   871,086  30,536,618 
 
 Less Accumulated Depreciation for: 
 
  Buildings       485,077  40,121  0  525,198 
  Equipment - road      3,750,661   398,625  159,566  3,989,720  
  Equipment - shop        108,201  7,350  0  115,551 
  Equipment - office        138,646  18,066  0  156,712 
  Equipment - engineer’s   3,121  40  0  3,161 
  Equipment - yard   218,223  9,036  0  227,259 
  Infrastructure - bridges  572,394  48,737  5,394  615,737 
   Infrastructure - roads    9,855,133   1,147,525   698,975  10,303,683  
    Subtotal   15,131,456   1,669,500  863,935  15,937,021  
 
 Net Capital Assets Being Depreciated   14,605,086   1,662  7,151  14,599,597  
 
 Total Capital Assets 
  Net of Depreciation  $30,461,006  $ 829,458 $ 33,151 $31,257,313 
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NOTE  4 - CAPITAL ASSETS (CONTINUED) 
 

Depreciation expense was charged to programs of the Road Commission as follows:  
 
 County 
  Direct equipment expense $ 398,625 
  Indirect equipment expense  51,144 
  Administrative expense  23,469 
  Infrastructure   1,196,262  
 
 Total Depreciation Expense $ 1,669,500  
 
 
NOTE  5 - LONG-TERM LIABILITIES  
 
 Following is a summary of pertinent information concerning the Road Commissio n's long-term liabilities : 
 
 A. Michigan Transportation Fund Revenue Note 
 

  The general long-term debt includes a note payable to the Michigan Transportation Fund for the financing of 
construction of additions and improvements to the facilities utilized for Roadway operations.  The note is 
dated June 1, 2000 and repayable from the general operating revenues of the Road Commission.  

 
                                     Outstanding 09/30/08  
    Interest  Maturity  
         Rate       Year    Principal      Interest      Total  
 
   4.9% to 5.5% 2010 $ 140,000 $ 11,480 $ 151,480 
 
  Annual Debt Service Requirements  
                                  Governmental Activities       
     Principal      Interest        Total  
 
 2009  $ 70,000 $ 7,630 $ 77,630 
 2010   70,000  3,850  73,850  
  
    $ 140,000 $ 11,480 $ 151,480 
 

B. Local Jobs Today Program Loan 
 
The County Road Commission entered into a loan contract with the Michigan Department of Transportation , 
dated 10/31/07, in connection with the Local Jobs Today Program.  The Road Commission can borrow up to 
$317,897 to be used solely on the Local Jobs Today Program infrastructure improvements.  The loan 
balance borrowed will be paid back by MDOT with federal project construction funds as soon as they 
become available.  The Road Commission will pay interest at a rate of 4% on any outstanding balance.  Final 
payment of all principal and interest is due before September 30, 2009.  The total loan balance outstanding 
as of September 30, 2008 was $18,637.  
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NOTE  5 - LONG-TERM LIABILITIES  (CONTINUED)  
 

C. Compensated Absences  
 
  The compensated absences balance represents benefits which County Road Commission employees have 

a vested right to receive upon termination and/or retirement from employment in accordance with formulas in 
negotiated contracts.  

 
        Vacation   $ 132,096 
        Sick   119,303 
        251,399 
     Less estimated current portion    32,592 
 
           Total long-term portion   $ 218,807 
 
 D. Changes in Long-Term Liabilities  
 

  Balance  Balance  Amount Due 
 Governmental Activities  October  1, 2007 Additions  Deletions  September 30, 2008 In One Year 
 
 Notes payable  $ 210,000 $ 0 $ 70,000 $ 140,000 $ 70,000  
 Loans payable   0  18,637  0  18,637  18,637 
 Compensated absences    214,023     37,376*    0  251,399   32,592 
 
  $ 424,023 $ 56,013 $ 70,000 $ 410,036 $ 121,229  
 
 The interest expenditure on long-term obligations  for the year was $11,340. 
 

*Represents net of additions and retirements for the year. 
 
 
NOTE  6 - RETIREMENT SYSTEM - MERS OPERATED  
 
 Plan Description  
 
 The Road Commission's defined benefit pension plan provides retirement and disability benefits, annual cost-of-

living adjustments, and death benefits to plan members and beneficiaries.  The plan is affiliated with the 
Municipal Employees Retirement System (MERS) of Michigan, an agent multiple -employer, state-wide, public 
employee pension created under Public Act 135 of 1945, and now operating under Public Act 220 of 1996, and 
the MERS Plan Document as revised.  Any municipality within the State may elect to become a participating 
member of MERS or elect to terminate participation by a majority vote of the municipality's governing body.  
Changes in benefit coverage are available to bargaining units after approval by a majority of the municipality's 
governing body.  The MERS of Michigan issues a publicly available financial report that includes financial 
statements and required supplementary information.  That report may be obtained by writing to MERS of 
Michigan, 1134 Municipal Way, Lansing, Michigan 48917 or by calling 1-800-767-6377. 
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NOTE  6 - RETIREMENT SYSTEM - MERS OPERATED (CONTINUED)  
 
 Funding Policy 
 
 The Road Commission is required to contribute at an actuarially determined rate.  The current rate is 10.49% of 

annual covered payroll for General -Union Members and 26.45% for General -Non-Union Members.  The 
contribution requirements of the plan members are 3% of the first $4,200 of annual compensation and 5% of 
portions over $4,200.  If a member leaves the employ of the Road Commission, or dies, without a retirement 
allowance or other benefit payable on his account, the member's accumulated contributions (with interest) are 
refunded to the member, if living, or to the members beneficiary.  The contribution requirements are established 
and may be amended by the MERS Retirement Board. 

 
 Annual Pension Cost 
 
 For the year ended September 30, 2008, the Road Commission's annual pension cost of $186,219 was equal to 

the Road Commission's required and actual contributions.  The required contribution was determined  as part of 
the December 31, 2007 actuarial valuation using the entry age normal cost method.  The actuarial assumptions 
included (a) 8.0% investment rate of return, (b) projected salary increases of 4.5% per year compounded 
annually, (c) additional projected salary increases of 0.0% to 8.4% per year, depending on age, attributable to 
seniority/merit, and (d) 2.5% per year cost-of-living adjustments.  Both (a) and (b) include an inflation component.   
The actuarial value of the plan assets was determined using techniques that spread the effect of short-term 
volatility in the market value of investments over a ten-year period.  The plans unfunded actuarial accrued liability 
is being amortized as a level percentage of projected payroll on a closed basis.  The remaining amortization 
period at December 31, 2007 was 28 years.   

 
 Trend Information  
 
  Fiscal Year Annual Pension    Percentage of  Net Pension  
           Ending    Cost (APC)     APC Contributed     Obligation   
 
 September 30, 2006 $    130,636 100% $ 0 
 September 30, 2007 $    188,476 100% $ 0 
 September 30, 2008 $    186,219      100% $ 0 
 
 Funded Status and Funding Progress  
 

As of December 31, 2007, the most recent actuarial valuation date, the plan was 70% funded.  The actuarial 
accrued liability for benefits was $7,007,600, and the actuarial value of assets was $4,904,191, resulting in an 
unfunded actuarial accrued liability (UAAL) of $2,103,409.  The covered payroll (annual payroll of active 
employees covered by the plan) was $1,328,716, and the ratio of the UAAL to the covered payroll was 158%. 

 
 Schedule of Funding Progress  
    UAAL as a  

 Actuarial  Actuarial Accrued Unfunded  Percentage  
 Actuarial  Value of Liability (AAL) AAL Funded Covered of Covered 
 Valuation  Assets   -Entry Age   (UAAL)   Ratio  Payroll  Payroll   
    Date          (a)          (b)       (b-a)  (a/b)        (c)     ((b-a)/c)  
 
 12/31/05  $   4,412,720  $   6,709,821  $   2,297,101  66% $ 1,258,094  183% 
 12/31/06  $   4,645,994 $   6,732,480  $   2,086,486      69% $ 1,224,494  170% 
 12/31/07 $   4,904,191 $   7,007,600  $   2,103,409     70% $ 1,328,716 158% 
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NOTE 7 - POSTEMPLOYMENT BENEFITS  
 

The Ogemaw County Road Commission Retiree Medical Plan is a single-employer defined benefit 
postemployment health care plan administered by the Commission and can be amended at its discretio n. 
 
The Road Commission provides postemployment health care benefits , in accordance with a Road Commission 
resolution, to all union and administrative employees who retire between the ages of 55 and 65 with at least 25 
years of service.  
 
Prior to age 65, union and administrative employees are entitled to single-subscription premium health 
insurance, unless the retiree has available equivalent health care coverage from another source, at no cost to 
the retiree .  Retirees receiving health care coverage are eligible for double or family coverage if desired by 
making the additional premium payments in excess of the single-subscriber amounts.  Expenditures are 
expensed as incurred in the individual funds.  Benefits are not advance funded.  Currently ten retirees meet the 
eligibility requirements for these benefits.  During the year, expenditures of $14,855 were recognized for the 
retiree health benefits.  
 
Plan provisions and contribution requirements are established and may be amended by the Road Commission 
Board.  
 
The funded status of the plan as of the most recent actuarial valuation date is as follows:  
 

Schedule of Funding Progress  
    UAAL as a  
 Actuarial  Actuarial Accrued Unfunded  Percentage  
 Actuarial  Value of Liability (AAL) AAL Funded Covered of Covered 
 Valuation  Assets   -Entry Age   (UAAL)   Ratio  Payroll  Payroll   
    Date          (a)          (b)       (b-a)  (a/b)        (c)     ((b-a)/c)  
 
  9/30/08 $                0   $   1,044,133 $   1,044,133 0% N/A N/A 

 
Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions about 
the probability of occurrence of events far into the future.  Examples include assumptions about future 
employment, mortality, and the healthcare cost trend.  Actuarially determine d amounts are subject to continual 
revision as actual results are compared with past expectations and new estimates are made about the future.  The 
schedule of funding progress, presented as required supplementary information following the notes to the financial 
statements, presents multiyear trend information about whether the actuarial values of plan assets are increasing 
or decreasing over time relative to the actuarial accrued liabilities or benefits.  
 
The accompanying schedule of employer contributions  presents trend information about the amounts contributed 
to the plan by employers in comparison to the ARC, an amount that is actuarially determined in accordance with 
the parameters of GASB Statement 43.  The ARC represents a level of funding that, if paid on an ongoing basis, is 
projected to cover normal cost for each year and amortize any unfunded actuarial liabilities (or funding excess) 
over a period not to exceed thirty years.  
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as understood 
by the employer and plan members) and include the types of benefits provided at the time of each valuation and 
the historical pattern of sharing of benefit costs between the employer and plan members to that point.  The 
actuarial methods and assumptions used include techniques that are designed to reduce the effects of short-term 
volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the long-term perspective 
of the calculatio ns. 
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NOTE 7 - POSTEMPLOYMENT BENEFITS  (CONTINUED)  

 
The following actuarial assumptions were used in the development of the Ogemaw County Road Commission’s 
retiree health cost projections.   
 
1. Actuarial Cost Method:  Alternate Method as provided under GASB 45 for plans with fewer than 100 

employees  
 
2. Interest Discount Rate: 4.80% compounded annually  

 
3. Mortalit y Prior to Retirement:  None 

 
4. Turnover Prior to Retirement:  Based on GASB 43 Table 2 – Expected Future Working Lifetimes of 

Employees, by Age - Default Values 
 

5. Salary Scale: 2.0% 
 

6. Post Retirement Interest Rate: 7.0% 
 

7. Post Retirement Mortality:  Based on life expectancy of age 77 for males and 81 for females  
 

 
NOTE  8 - FEDERAL GRANTS 
 

The Michigan Department of Transportation (MDOT) requires that road commissions report all Federal and State 
grants pertaining to their county.  During the year ended September 30, 2008, the Federal aid received and 
expended by the Road Commission was $438,409 for contracted projects and $0 for negotiated  projects.  
Contracted projects are defined as projects performed by private contractors paid for and administrated by MDOT 
(they are included in MDOT’s single audit).  Negotiated projects are projects where the road commission 
administers the grant and either performs the work or contracts it out.  The Road Commission would be subject to 
single audit requirements if they expended $500,000 or more for negotiated projects.  

 
 
NOTE  9 - EXCESS EXPENDITURES OVER APPROPRIATIONS  
 
  Public Act 621 of 1978, section 18 (1), as amended, provides that a County Road Commission shall not incur 

expenditures in excess of amounts appropriated.   As presented in the financial statements for the year ended 
September 30, 2008, the County Road Commission incurred expenditures in certain accounts which were in 
excess of the amounts appropriated.  

    Total Amount of  Budget    
  Expenditures  Appropria tion  Expenditure    Variance   
 
 Primary road – heavy maintenance  $ 956,300 $ 969,477  $ 13,177 
 Primary road - maintenance  $ 886,000 $ 909,775  $ 23,775 
  Local road – heavy maintenance  $ 1,116,600  $ 1,118,712   $ 2,112 
  Local road – maintenance  $ 1,150,000 $ 1,231,222   $ 81,222 
  State trunkline maintenance  $ 785,000 $ 792,887  $ 7,887 
 Equipment expense – net $ 82,200 $ 140,534  $ 58,334 
 Other $ 18,400 $ 18,930  $ 530 
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NOTE 10 - CONTINGENCIES  
 
 Partial Self-Insurance - General Liability  
 
 The Road Commission is a member of the Michigan County Road Commission Self-Insurance Pool.  As a 

member of the Pool, the Road Commission is partially self-insured for general and auto liability, public official’s 
errors and omissions, umbrella liability, and state trunkline auto liability.  Under most circumstances, the 
municipality's maximum coverage per occurrence is limited as follows:  

 
                 Type of Risk                                   Coverage   Deductible  
 
  Auto liability  $  10,500,000 each occurrence  $     1,000    
  Public officials errors and omissions  $  10,000,000 each occurrence  $            0    
  Umbrella liability  $  10,500,000 each occurrence  $     1,000    
 
  State trunkline auto liability  Bodily Injury $250,000/$500,000 each person/each accident  $            0 
    Property Damage $1,000,000 each accident  $            0 
 
 Settled claims for insurance have not exceeded the amount of insurance coverage in any of the past three years. 
 
  State Trunkline Contracts  
 
  The financial transactions of the Road Commission are subject to audit by the State of Michigan Department of 

Transportation, pursuant to the terms of its State Trunkline Contract.  Audit adjustments could either increase or 
decrease the revenue receivable from the State.  

 
  As of September 30, 2008, the audits of State Trunkline Contracts for 2007 and 2008 have not been completed . 
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 EXHIBIT H 
OGEMAW COUNTY ROAD COMMISSION  

West Branch, Michigan  
 

POSTEMPLOYMENT BENEFITS SCHEDULES OF FUNDING  
PROGRESS AND EMPLOYER CONTRIBUTIONS  

For the Year Ended September 30, 2008 
 

 
 

Schedule of Funding Progress  
 
    UAAL as a  
 Actuarial  Actuarial Accrued Unfunded  Percentage  
 Actuarial  Value of Liability (AAL) AAL Funded Covered of Covered 
 Valuation  Assets   -Entry Age   (UAAL)   Ratio  Payroll  Payroll   
    Date          (a)          (b)       (b-a)  (a/b)        (c)     ((b-a)/c)  
 
  9/30/08 $                0   $   1,044,133 $   1,044,133 0% N/A N/A 

 
 

 
Schedule of Employer Contributions  

 
   Annual 
  Year   Required  Percentage  
   Ended Contribution   Contribu ted 
 
  * 9/30/08 N/A  0% 
 

*  GASB 45 will be implemented for the year ended September 30, 2009 at which time the 
required fiduciary statements of the Retiree Medical Plan will be included.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                            
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Final Variance
Original Amended Favorable
Budget Budget Actual (Unfavorable)

Licenses and permits  
   Permits 11,500$             19,800$             20,420$             620$                  

Federal aid  
   Surface transportation program 115,000             110,500             103,834             (6,666)                
   Economic development fund
      Rural primary (D) 100,000             98,200               92,296               (5,904)                

High priority grant 257,200             257,838             242,279             (15,559)              

State aid
   Michigan transportation fund  
      Engineering 10,000               10,000               10,000               0                        
      Primary roads 1,737,000          1,785,200          1,771,593          (13,607)              
      Local roads 1,047,180          1,144,150          1,138,261          (5,889)                
   Economic development fund

Target Industries 50,500               42,509               42,510               1                        
      Forest road 0                        0                        42,338               42,338               

Jobs Today Grant 118,060             118,060             109,603             (8,457)                
State critical bridge 155,300             161,900             148,614             (13,286)              

Contributions  
   City and village contributions 0                        0                        838                    838                    
   Township road agreements 783,200             754,050             748,346             (5,704)                
   Other contributions 0                        0                        1,790                 1,790                 
  
Charges for services  
   State trunkline maintenance 650,000             798,000             806,891             8,891                 
   State trunkline non-maintenance 0                        16,690               16,695               5                        
   Salvage sales 2,000                 12,000               11,894               (106)                   
   Sale of materials 3,000                 9,600                 9,614                 14                      

Other revenue  
Sundry refunds 0                        0                        77                      77                      

   Interest 64,500               67,000               70,618               3,618                 
   Reimbursements 0                        9,160                 10,228               1,068                 
   Miscellaneous 18,200               0                        0                        0                        

Gain on equipment disposal and 
other capital assets 75,000               161,473             135,217             (26,256)              

Total revenue 5,197,640          5,576,130          5,533,956$        (42,174)$            

Fund balances - beginning of year 2,506,751          2,506,751            

Total Budget 7,704,391$        8,082,881$        

For the Year Ended September 30, 2008
BUDGETARY COMPARISON SCHEDULE

OPERATING FUND

EXHIBIT I
OGEMAW COUNTY ROAD COMMISSION

West Branch, Michigan

STATEMENT OF REVENUE AND OTHER FINANCIAL RESOURCES
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Final Variance
Original Amended Favorable
Budget Budget (Unfavorable)

Primary road
   Heavy maintenance 860,400$       956,300$       969,477$       (13,177)$        
   Maintenance 918,000         886,000         909,775         (23,775)          
   Heavy bridge 171,500         181,600         170,093         11,507           

Local road
   Heavy maintenance 886,200         1,116,600      1,118,712      (2,112)            
   Maintenance 1,272,000      1,150,000      1,231,222      (81,222)          
   Heavy bridge 26,000           18,000           0                    18,000           

State trunkline maintenance 650,000         785,000         792,887         (7,887)            
State trunkline non-maintenance 0                    16,700           16,695           5                    

Equipment expense - net 190,000         82,200           
   Direct 904,306$       
   Indirect 378,962         
   Operating 442,435         
   Less: equipment rental (1,585,169)     140,534         (58,334)          

Administrative expense - net 378,000         335,900         
   Administrative expense 401,225         
   Less: overhead - state (72,970)          

purchase discounts (568)               327,687         8,213             

Capital outlay - net (242,800)        (240,000)        
   Capital outlay 240,676         
   Less: depreciation and depletion (473,239)        

equipment and other capital
asset retirements (33,151)          (265,714)        25,714           

Other 7,000             18,400           18,930           (530)               

Debt Service 81,340           81,340           
   Debt principal payment 70,000           
   Interest expense   11,340           81,340           0                    

Total expenditures 5,197,640      5,388,040       5,511,638$    (123,598)$      

Fund balance appropriations - end of year 2,506,751      2,694,841      

Total Budget 7,704,391$    8,082,881$    

EXHIBIT J
OGEMAW COUNTY ROAD COMMISSION

West Branch, Michigan

OPERATING FUND
STATEMENT OF EXPENDITURES - BUDGET AND ACTUAL

For the Year Ended September 30, 2008
BUDGETARY COMPARISON SCHEDULE

Actual
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County Road
Primary Local Commission

Road Fund Road Fund Fund Total

Total revenue 2,561,819$        1,927,311$        1,044,826$        5,533,956$        
Total expenditures 2,240,177          2,604,571          666,890             5,511,638          

Excess of revenue over (under)
   expenditures 321,642             (677,260)            377,936             22,318               

Other financing sources (uses):
   Optional transfers in (out) (532,978)            532,978             0                        0                        

Excess of revenue and other sources
   over (under) expenditures and
   other uses (211,336)            (144,282)            377,936             22,318               

Fund balances - beginning of year 1,163,563          207,273             1,135,915          2,506,751          

Fund balances - end of year 952,227$           62,991$             1,513,851$        2,529,069$        

EXHIBIT K
OGEMAW COUNTY ROAD COMMISSION

West Branch, Michigan

OPERATING FUND
ANALYSIS OF CHANGES IN FUND BALANCES

For the Year Ended September 30, 2008

- 32 -



County Road
Primary Local Commission

Road Fund Road Fund Fund Total

Licenses and permits
Permits 0$                      0$                      20,420$             20,420$             

Federal aid
Surface transportation program 103,834             0                        0                        103,834             
Economic development fund

Rural primary (D) 92,296               0                        0                        92,296               
High priority grant 242,279             0                        0                        242,279             

State aid
Michigan transportation fund

Engineering 5,000                 5,000                 0                        10,000               
Allocation 1,771,593          1,138,261          0                        2,909,854          

Economic development fund
Target industries 42,510               0                        0                        42,510               
Forest road 0                        42,338               0                        42,338               
Jobs today grant 109,603             0                        0                        109,603             

State critical bridge 148,614             0                        0                        148,614             

Contributions
   City and village contributions 0                        838                    0                        838                    

Township road agreements 13,311               735,035             0                        748,346             
Other contributions 0                        0                        1,790                 1,790                 

Charges for services
State trunkline maintenance 0                        0                        806,891             806,891             
State trunkline non-maintenance 0                        0                        16,695               16,695               
Salvage sales 0                        0                        11,894               11,894               
Sale of materials 0                        0                        9,614                 9,614                 

Other revenue
Sundry refunds 0                        0                        77                      77                      
Interest 32,779               5,839                 32,000               70,618               
Reimbursements 0                        0                        10,228               10,228               
Gain on equipment disposal

and other capital assets 0                        0                        135,217             135,217             

Total revenue 2,561,819$        1,927,311$        1,044,826$        5,533,956$        

ANALYSIS OF REVENUE
For the Year Ended September 30, 2008

EXHIBIT L
OGEMAW COUNTY ROAD COMMISSION

West Branch, Michigan

OPERATING FUND
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County Road
Primary Local Commission

Road Fund Road Fund Fund Total

Primary road
   Heavy maintenance 969,477$           0$                      0$                      969,477$           
   Maintenance 909,775             0                        0                        909,775             
   Heavy bridge 170,093             170,093             

Local road
   Heavy maintenance 0                        1,118,712          0                        1,118,712          
   Maintenance 0                        1,231,222          0                        1,231,222          

State trunkline maintenance 0                        0                        792,887             792,887             
State trunkline non-maintenance 0                        0                        16,695               16,695               

Equipment expense - net
   (Per Exhibit J) 38,183               79,599               22,752               140,534             

Administrative expense - net
   (Per Exhibit J) 152,649             175,038             0                        327,687             

Capital outlay - net
   (Per Exhibit J) 0                        0                        (265,714)            (265,714)            

Other 0                        0                        18,930               18,930               

Debt principal payment 0                        0                        70,000               70,000               

Interest expense 0                        0                        11,340               11,340               

Total expenditures 2,240,177$        2,604,571$        666,890$           5,511,638$        

ANALYSIS OF EXPENDITURES
For the Year Ended September 30, 2008

EXHIBIT M
OGEMAW COUNTY ROAD COMMISSION

West Branch, Michigan

OPERATING FUND
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